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On 8th September 2008, Dr. Razeen Sally, Professor and Director of the European Centre for International Political Economy (ECIPE), gave a lecture about “Hauling Trade Policy into the 21st Century: Thailand and ASEAN After Doha and FTAs” at Chulalongkorn University. It was organized by the Institute of Security and International Studies (ISIS) and moderated by Dr. Thitinan Pongsudhirak, Associate Professor and Director of ISIS. During his well- structured and very inspiring presentation, Dr. Sally also made reference to his latest book “Trade Policy, New Century: The WTO, FTAs and Asia Rising” which has been published by the London Institute of Economic Affairs in 2008. It can be accessed free of charge in the world wide web (http://www.iea.org.uk/files/upld-release140pdf?.pdf).


In the course of his presentation, Dr. Sally stressed that trade policy has become too much a hostage to international institutions. Until today, these institutions have not been able to solve basic problems, especially in developing countries. Many reforms have not been implemented yet. The biggest problems still have to do with labour markets and the private sector. It is easy to carry a motion at an international conference, for example to reduce tariffs to a certain margin, but it is much more difficult to implement them domestically.



With some scepticism he looked at the post-1945 arguments for free trade which are driven (1) by the General Agreement on Tariffs and Trade (GATT) and, since the mid-nineties, the World Trade Organization (WTO), (2) by the reciprocity model and (3) by aspects of social welfare. He stressed that international free trade should again be based on classical free-trade arguments; the old pre-mercantilist assumptions are wrong because they are, for example, especially used by interest groups like tycoons. Instead of protectionism he plead for the very opposite which he called “free-trade trinity”: freedom, prosperity, and peace/security.


With regard to the main international trade organization, Dr. Sally said that some things have changed during the transformation from GATT to WTO: the latter has a much wider and deeper agenda which makes it more difficult to make deals. The inflation of membership in the WTO causes even more conflicts of interests. In addition, he observed a politicisation of this organization which is driven by United Nations (UN) thinking. The reciprocity model does not work when it comes to specific regulations, for instance intellectual property rights. What has to be praised, however, is the work of the dispute settlement body.



The collapse of the Doha round can be explained by agrarian conflicts which could not be settled by member states. The whole round should be scraped because the deals will not be ratified, especially in the United States. Dr. Sally pledged for more modest goals and instruments in the post-Doha years. Multilateral liberalisation is not going to happen and is not efficient (since the early 1980s, about two-thirds of tariff liberalisation in the developing world have been done unilaterally). Leadership is needed. As long as demands of single member states continue to block decisions, there will be deadlock and no progress. For this reason the WTO should be pluralized, which means to integrate more opt-in and opt-out clauses in agreements. The member states should also concentrate more on safeguarding multilateral rules in order to make international trade easier. To put it in a nutshell, the WTO should be made more businesslike. 



Dr. Sally criticized the conclusion of more and more Preferential Trade Agreements (PTAs). Over 400 have been notified to the WTO, about 200 are already in force. These arrangements could threaten supply chains on which trade in East Asia relies. In other words, the real growth drivers are different forms of global integration through supply chains – and not PTAs. But why do so many states prefer these agreements? The reason seems to be obvious: it is much easier to agree on a PTA than to do “domestic homework”. In the end, the new free-trade deals will create new barriers.



With respect to the Association of Southeast Asian Nations (ASEAN), Dr. Sally argued that there are wide gaps between visions and realities. It is uncertain what this organization really could achieve if specific decisions have to be taken. Sometimes one receives the impression that “words are a substitute for actions”. One should especially avoid making the mistake to compare ASEAN with the European Union (EU). In Southeast Asia, there is much less common ground to start with. 



Concerning Thailand, Dr. Sally argues in his book that its “FTAs [Free Trade Agreements] were rushed: too many negotiations were launched, and they proceeded too fast, with little overarching strategy. The residual FTA logic was narrowly mercantilist: export-market access in a few sectors was sought in return for import concessions in a few others, while otherwise preserving the domestic-protectionist status quo. This trade-light approach has resulted in weak FTAs that will make little positive difference to competition and efficiency in the Thai economy, but will create complications in the process (not least with a bewildering array of ROO [Rules of Origin] requirements). The US-Thai FTA was likely to be the sole exception owing to US demands for wide and deep commitments. But negotiations ran into serious domestic opposition in Thailand, before being derailed by the Thai political crisis and subsequent military coup.”


The key issues of this lecture can be summarized as follows: (1) Trade policy is outdated and disconnected from 21st century business and consumer realities. (2) It is too top-down driven by international bureaucracy. (3) Reform complacency and fatigue has caused greater dangers and costs especially as global economic conditions worsen. (4) Trade policy should be more bottom-up, based on unilateral measures and better connected to domestic economic policy. (5) Nation states are still very important; they go together with globalisation. (6) US leadership in trade policy is important. (7) The best way for free trade is unilateral liberalisation; the most inspiring example for this way is the opening of China.



After presenting a lot of sceptical views, Dr. Sally closed with some more optimistic remarks: The trade policy of today still needs to be hauled into the 21st century, but the current conditions are much better than in the years before 1914. 
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